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I.  Executive Summary

The global economic recovery remained sluggish in 2002. In particular, an anticipated rebound in the United States did not meet expectations and the outlook for both the United States and the major advanced economies of the world in 2003 is for slow to moderate growth. Bermuda’s economy, while not isolated from global events, performed relatively well in comparison to original forecasts following the events of September 11, 2001. For 2003, Bermuda’s economy is expected to grow modestly.

FIGURE 1
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Real growth in GDP for 2002 has been estimated at 1.5%.

With respect to domestic demand during 2002, personal consumption was supported by steady growth in employment income and with a small increase in visitor arrivals, helped produce a slight increase in retail sales for the year. The strongest gains in household expenditure occurred in building materials, food stores and liquor sales.

The construction industry added to last year’s strong performance with the estimated value of work put in place for the first three quarters of 2002 increasing by 49.5% over the same period in 2001.  Construction activity had a broad base with significant investment taking place in residential developments, hotel/guest house refurbishment and government projects, with the new Senior Secondary School representing the majority of the public sector construction activity in dollar terms.

Cash on hand at the beginning of the fiscal year was sufficient to help finance the deficit and outstanding debt fell significantly from approximately $133.7 million to $128.6 (excluding guarantees) by the end of fiscal 2001/02. The Government’s revenue estimates for fiscal 2002/03 are likely to be exceeded by some $32 million. Government expenditure for the same fiscal year is estimated to amount to $585.9 million, an increase of $0.4 million over original estimates. Based on revised estimates for total expenditures for fiscal 2002/03, the overall deficit is expected to fall to $44 million. 

External demand in the Bermudian economy is comprised of receipts from the tourism industry, international business and a minor amount of exported goods. The tourism industry did not decline as initially feared following September 11 and stabilised during 2002. Visitor arrivals for 2002 were up by 5.7% over 2001. For the first three-quarters of 2002, visitor spending was up by 5.9%. while international business expenditure continued to expand. 

The importance of international business to Bermuda’s economic growth became more evident in the latter part of 2001 and in 2002, with a substantial number of new physical presence insurance and reinsurance companies being formed. Bermuda maintained its position as the leading domicile for the establishment and incorporation of such companies and when combined with existing and other new company formations, it is anticipated that this sector will meet the Government’s forecast 6% rate of growth in domestic expenditures. 

Preliminary data from the 2002 Employment Survey shows the total number of filled jobs in Bermuda increased in 2002 by 171 (0.5%) to 37,768. This was in contrast to the 1.1% decline in employment in 2001. The most significant gains were reported in international business activity (241 positions, +7.2%) and the construction industry (136 positions, +4.9%). 

Decreases were reported in the hotel sector (156 positions, -4.8%) and transport and communications (123 positions, -4.1%).

Inflation, as measured by the Consumer Price Index (CPI), ran at an estimated average annual rate of 2.3% in 2002. The outlook for inflation remains stable, although the situation in Iraq, continued unrest in Venezuela and overall Middle East tensions could lead to short-term spikes in oil prices with resulting upward pricing pressure on oil and related products.

The current account surplus at the end of the September 2002 was estimated to be down materially from the level seen in the same corresponding period in 2001. The Balance of Payments remained in a surplus for two consecutive quarters following a small deficit in the 1st quarter of the year. By the end of September 2002 the current account surplus was estimated to total $60 million, some $111 million lower than the same period in 2001. Declining investment income and higher imports largely accounted for the reduced surplus.

Bermuda’s lending and deposit rates generally follow the changes in the United States Federal Funds Rate, which decreased further during 2002. At the end of September 2002 Bermuda’s money supply (M3) was up significantly to $2.96 billion (a year-over-year growth rate of 11.8%). Such an increase is supportive of continued economic expansion in the Bermudian economy going forward. Bermuda’s banks and deposit companies continued to increase their Bermuda Dollar lending, expanding their loans and advances by 5.8% whilst reducing their non-Bermuda Dollar loans and advances by some 25% between September 2001 and September 2002. 

Taking into account the performance of each of these sectors, the Ministry of Finance expects Bermuda’s economy to exhibit continued growth in 2003. The tourism industry is expected to stabilise with visitor expenditures anticipated to be up modestly next year. Taking the Bermudian economy as a whole, real GDP is projected to increase by 1.5% in 2003. 

II. The World Economy in 2002

Global economic growth in 2002 increased 1.5%, up from the 0.7% achieved in 20011. Economic activity accelerated in early 2002 but quickly lost momentum towards the latter part of the year.

In the US, low interest rates, gains in disposable income and Government spending supported economic growth with inventory accumulation by companies producing stronger GDP in the first half of the year. Monetary policy was supportive and inflation remained low. These conditions were favourable for economic growth in the early months, but the promising start turned into disappointment in the second half of the year as higher unemployment, weakening consumer and business confidence, corporate scandals, concerns over terrorism, rising oil prices and a potential war with Iraq dominated the economic and financial landscape.

Against this backdrop, stocks in the US suffered its third straight losing year, the first time in sixty years. The average stock fell further in 2002 than it did in either of the previous two years. By the end of the year, the Dow Jones Industrial Average finished down 16.8%, the Standard & Poor’s 500 Index fell 23.4% and the Nasdaq Composite Index was down 31.5%.

Although interest rates were low by historical standards in 2001, recognising the weakening economic environment, the US Federal Reserve reduced the federal funds target rate further in 2002.  The federal funds rate was lowered once by 0.50 percentage points to a forty-one year low, from 1.75 % in January to 1.25% in November 2002. 

Real GDP rose by 0.1% in the fourth quarter of 2001 and for the entire year rose by a meager 0.3%. America’s GDP rebounded in the early part of 2002 rising by 1.4% in the first quarter and 2.2% in the second quarter. Hopes were high that economic growth would pick up substantially in the second half of the year. But, for reasons identified earlier, the US economy lost its momentum, and in the fourth quarter GDP may have grown by 0.7%. GDP for all of 2002 is estimated to have grown by 2.4%.

Japan’s economy, the world’s second largest, probably grew by 0.4% in 2002. The economy recovered during the second half of 2002 with gains in inventories, a sharp increase in exports and renewed strength in private consumption. Examining the GDP data shows that the first quarter was down by 3.1%, the second quarter declined by 0.8% with positive growth in quarter three of 1.3% and quarter four forecasted at 1.7%.

In the fourth quarter, consumer spending weakened, unemployment rose and export demand lagged. In order to spur growth, the Japanese Government announced on October 30 the "Comprehensive Measures to Accelerate Reforms". The programme includes such measures as revitalization of finance and industry through accelerated disposal of non-performing loans, acceleration of structural reforms aiming at vitalization of the economy and expansion of safety nets.

Other economic indicators at the end of 2002 demonstrate continued economic uncertainty in Japan. Consumer and business confidence fell, reflecting unease about weak employment, the falling stock market and the potential impact of the bank reforms. Although the unemployment rate improved slightly to 5.3% for November, it was still close to a record-matching 5.5% in October. Industrial production fell 2.2% in November, production capacity fell to a fifteen year low and household expenditure fell in four of the five months through November, 2002. The Nikkei 225 Index of Japanese stocks fell 18.6%.

In Emerging Asia (defined here as comprising China, Korea, Taiwan, Indonesia, Malaysia, the Philippines and Thailand), relative reliance on the Japanese economy has declined in recent years. The US is now a more important export market for most of these regional economies. Real economic growth in Emerging Asia slowed during the second half of 2002 as external and domestic demand declined. However, in comparison to the rest of the world, this region had stronger economic performance. 
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 The economies of the European Union also slowed, declining from 1.6% in 2001 to an OECD estimate of 0.9% in 2002. Economic growth in Germany grew slightly in the first half of 2002 as strengthening net exports more than offset a fall in domestic demand. GDP is estimated by the OECD to have expanded but at a slower rate from 0.6% in 2001 to 0.4% in 2002. The slowdown was driven by weak domestic demand, a low level of capital investment in Germany, weak employment growth and declining equity markets. The Dax Index fell 44.0%. 

The United Kingdom economy fared well compared with other major European countries. Strong household demand supported by low interest rates and rising housing prices and growing public expenditure, provided strong support for the economy in 2002. GDP is estimated by the OECD to have slowed from 2.0% in 2001 to 1.5% in 2002. The FTSE 100 fell 24.5%. 

III.  The Bermudian Economy

Gross Domestic Product

Industry Analysis

The primary source of data for estimating GDP by industry is the Economic Activity Survey (EAS). Data is collected from a representative sample of economic institutions across all 15 industrial sectors. The data provides a measure of gross value added for each industry, which in total gives an aggregate of GDP – the market value of all goods and services produced in Bermuda.  The industry analysis of GDP allows for the reporting of the contribution of each industry to the growth of the Bermuda economy.

The 2001 GDP estimates are provisional. Revised estimates will be released once the data from the EAS relating to that year becomes available. 

In the year 2001, the Bermuda economy grew 5.3% (in current market prices) over 2000. The provisional estimate for nominal GDP stood at $3.57 billion. In constant dollar terms, however, real GDP increased by 1.2%.

FIGURE 2  

The industry analysis of GDP provides information about Bermuda’s economy. Table 2 shows the output of 15 industrial sectors in constant dollars and Table 3 at current market prices.  Highlights of the larger industrial sectors are summarized below.

As in the previous year, the broadest contributor to economic growth during 2001 was the International Business sector. This sector represented 13.8% of GDP or $495 million in current dollars. Activity in this sector includes the trading operations of insurance and reinsurance companies, brokerage, shipping and other lines of international business activity. 

The pace of activity in the International Business sector also contributed to the health of the Financial Intermediation sector, which accounted for a sizeable 11.8% of total GDP. Value added was measured at $421.4 million in current market dollars.  This category includes banking and other credit granting businesses, insurance and pension funding activities in the domestic economy. 

The Wholesale, Retail Trade and Repair Services sector represented 10.2% of GDP in the year 2001 with a current output level of $365.1 million. This sector actually declined in real terms –3.6% in real terms (i.e. after removing the effects of inflation). Retail outlets where a significant proportion of total sales are made to visitors were adversely affected by the downturn in tourism following September 11. 

The Hotel and Restaurant sector continued its decline from the previous year. Value added for this sector is reflective of performance in the tourism industry for 2001 as a whole. The level of aggregate output for both hotels and restaurants contracted from a 6.5% share of GDP in 2000 to 5.8% in 2001.  In real terms, output declined from 5.5% in 2000 to 5.1% in the year 2001.  

The figures for the construction industry show strong building activity in 2001. Output for the industry increased to $243.4 million, reflecting an expansion of 17.8% for the year 2001.  In constant dollar terms, the industry still increased by a sizeable 9.9%. 

In current market dollars, the Real Estate and Rental sector contributed $509.1 million in output, or 14.2% to Bermuda’s economy. In terms of real growth, however, the sector grew by a more modest 4.9%. The bulk of output for this sector stems from the real estate activities of residential and commercial properties owned or leased by Government and the private sector. This also includes a value imputed for owner occupied dwellings which accounts for about 50% of the value-added in this sector.

Components of Demand in the Bermudian Economy

Domestic Demand

Personal Consumption and the Retail Sector

Growth in employment income during 2002 supported an expansion of personal consumption.  The Office of the Tax Commissioner estimated that employment income, based on returns filed, rose by 4% in the first three-quarters of 2002 over the same period in the year 2001. For the 12-month period ending September 2002 total employment income was $1.9 billion.

 The most recent Department of Statistics estimate for household final consumption is for the year 2001. The Department estimates that household final consumption rose that year by 2.1% to reach $1.74 billion.  This is below 2001’s 2.5% annual inflation rate. 

The data shows that housing remains the largest component of household expenditures increasing to $399.4 million or 22.9% of the total.

Household goods, supplies and services were the next largest component of expenditure at $259.3 million or 14.9% of the total. Expenditures on food, beverages and purchased meals grew to $249.5 million or 14.3% of total household expenditures. 

Other components that grew quickly were fuel and power ($55.4 million) and entertainment and recreation ($75.3 million) Clothing, accessories and footwear was the only component to decline (approximately $4.6 million) to $67.3 million.
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Total consumer expenditure figures are not available for the year 2002, but the Retail Sales Index (RSI) for the January to September 2002 period provides insight into the expenditure trends of consumers in Bermuda retail stores in 2002. The index is composed of a sample of stores that represent different segments of Bermuda’s retail sector. The RSI indicates that personal consumption expenditures were generally up in 2002. At the time of writing, RSI figures showed a 2.5% year-over-year increase. 

There was a significant difference in sales performance among the various segments of the retail sector.  Up to the third quarter of the year, building materials posted a strong gain of 11% with food stores up by 2.8%. and liquor sales up by 6%. Demand for building supplies reflected the strong activity in the construction industry.  
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FIGURE 3

Motor vehicles sales were weak, declining by 3% and apparel stores also fell by 1.4%. Service station sales were barely up, by only 0.1%. 

Resident purchases abroad remained strong in 2002 with overseas purchases declared by residents returning to Bermuda totalling $10.3 million at the end of September, 2002 or 8.4% higher year-over-year. The value of goods declared by returning residents does not include the growing amount of shopping done by residents through mail order and online shopping over the Internet. 

FIGURE 4

Capital Formation and the Construction Industry

The construction industry remained very strong in 2002 with the estimated value of work put in place for the first three-quarters increasing by 49.5%.  The private sector’s attention was focused on commercial projects and an increasing amount of residential work. Activity in the public sector will continue in 2003 with construction progressing on the new Senior Secondary School as well as other smaller but important projects in the Government’s capital expenditure program. 

The value of new projects started during 2002 was driven significantly higher in the second quarter with work on the old Belmont Hotel and BLDC/Southside properties. The total value for the second quarter alone amounted to $126.6 million.  During the third quarter, the value of new projects started fell towards more normal levels, increasing by approximately $16.5 million. The construction of residential units dominated building activity in the third quarter accounting for nearly 61% of the total value of work carried out during the period.
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FIGURE 5
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 Residential construction declined marginally from 252 completed units in 2001 to 242 units at the end of 2002. The total residential units completed during this period represented a broad range of units. While other types of units declined, two bedroom units showed a small increase year-over-year. 

Imports for the first 9 months of 2002 showed a year-over-year increase of 7.4% or $39.1 million. There was a significant increase in fuels (63%) and chemical imports (69%). These were offset by declines in food, beverages and tobacco     (-7.4%) and machinery, transport equipment and finished equipment imports (-0.2%).

The Government Sector and Fiscal Policy

Bermuda’s public sector represents a relatively small percentage of GDP compared to the major industrialized economies (see Figure 6).  Analysis of the Government of Bermuda’s financial statements reveals that the Government’s expenditures represented 18.9% of GDP2 and revenues 17.4% of GDP.


FIGURE 6

The Government of Bermuda Financial Statements of the Consolidated Fund for March 31st, 2002 reports a fiscal deficit of $22 million (0.6% of estimated 2002 GDP). 

For the fiscal year from April 1st 2002 to March 31st 2003 the Government budgeted $609.2 million in revenue and $694.6 million in expenditures (including current, interest on debt, sinking fund contributions and capital expenditures).  The deficit initially projected in the budget was $85.5 million.  

Government revenues are projected to be ahead of budget by almost $32 million. Revenues from Customs Duties, Payroll Tax, Stamp Duties, Land Tax and Passenger Tax showing strong results. Anticipated revenues for the fiscal year 2002/03 total $641 million. Current expenditures for the fiscal year 2002/03 are anticipated to be only marginally above the budget of $585.6 million. Interest expense ($8.7 million, down $2.05 million from budget) and capital expenditures ($99.6 million, down $9.5 million) are expected to be lower than forecast in the budget.

FIGURE 7
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The revised estimate for total expenditures for fiscal 2002/03 is $685.5 million, which is $9.1 million below budget. As a result, the overall deficit is expected to fall from $85.5 million to $44 million. A cash balance at the beginning of the fiscal year of $45.5 million provided the funds required to finance the deficit. 

The Government’s gross debt position projected to March 31st 2003 is $160 million. This is unchanged from the $160 million outstanding at the end of fiscal 2001/02. $71 million of the outstanding debt has a floating interest rate of US$LIBOR + 0.20%.  This portion of the overall debt continues to benefit from historically low US$ interest rates. The burden of the outstanding debt is reduced by the value of the Sinking Fund. As at 31 March, 2002, the weighted average interest earned on the Sinking Fund was 7.11% and the weighted average cost of borrowing for the Government was 5.4%. 
As of 31 March, 2003, the Sinking Fund will have increased during the year by the amount of the Government’s contribution ($2.9 million) and the interest earned ($2.1 million) to total $36.5 million. Net of the Sinking Fund the debt liability will be reduced to $123.5 million. This figure includes the $41.5 million borrowed and on-lent to the Bermuda Housing Corporation but excludes the National Education Guarantees.

Government borrowing is projected as of 31 March, 2003 to remain at a prudent level (3.4% of GDP). The outstanding debt is forecast to increase by $76 million (net of Sinking Fund) in fiscal 2003/04.  This level of debt is still within the legislative debt ceiling of $250 million and the longstanding and prudent policy of limiting borrowing to not more than 10% of GDP. 

FIGURE 8 
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External Demand

International business and tourism are Bermuda’s primary sources of foreign exchange earnings.  The Bermuda Monetary Authority estimates that in the first three quarters of 2002 tourism and international business combined to provide $1.08 billion in foreign currency receipts (+6.6% year-over-year), which represents 77.5% (up from 71% for the same period in 2001) of the total Balance of Payments current account receipts of foreign exchange.  

International Business

In 2001, the Government discontinued the special report on international companies due to the steady decline in response rates to the survey. Information and data on the sector is now collected in the annual Economic Activity Surveys conducted by the Department of Statistics. Data from the 2002 survey is not yet available. 

However, there are a number of other indicators that reflect the activity and performance of this important sector of Bermuda’s economy as provided below: 

· There were 13,318 international companies registered in Bermuda at the end of 2002, an increase of 32 companies or 0.2% over the total at the 31st December 2001. 

· International companies spent an estimated $986 million in Bermuda in 2001, a 1.96% increase over the $967 million recorded in 2000.  

· The international companies directly employed 3,592 people in 2002, an increase of 241 over 2001 levels.

· Over the first nine months of 2002, foreign exchange earnings from the international companies increased by $51 million to $776 million.

These figures show the continuing strength of international business in Bermuda.  This sector provides growing benefits to the Bermudian economy in terms of jobs for Bermudians, profits for local businesses, business visitors that support our tourism industry and Government revenue.  

The data from the Registrar of Companies on the number of new company registrations show that the international business sector is continuing to grow, albeit more slowly than in previous years (See Table 12). 

Data from the Bermuda Monetary Authority shows that 771 new exempted companies were incorporated over the first nine months of 2002. There were an additional 240 mutual funds and unit trusts registered in Bermuda in the 12 months preceding September 2002, a 77% increase for the year-over-year period.  The total net asset value of collective investment schemes rose to $61.3 billion by the 3rd quarter of 2002, which was approximately 24% higher than a year earlier. 

The Bermuda Monetary Authority also provides information on the development of the insurance industry in Bermuda. Bermuda's large insurance market is over 50 years old, has a skilled workforce and had a substantial capital base of $65 billion at the end of December 2001.

Year end figures for all international insurers registered in Bermuda show that gross premiums written rose 27% to $48.5 billion, net premiums written increased by nearly 28% to $40.9 billion and total assets climbed by 13% to $165.3 billion during the year 2001. 

More recent information shows that 2002 was another active year for insurance company formations. There were 94 insurance companies formed in Bermuda during 2002, compared to 108 in 2001.

The year 2001 proved to be a pivotal point for capacity, rates and returns for insurers and reinsurers. Following the terrorist acts of September 11, pricing improved significantly going into 2002 and is expected to continue in 2003. 

Bermuda continues to demonstrate its significant importance in the global insurance and reinsurance market by providing much needed capacity and innovative products. Bermuda continued to be the domicile of choice for insurance and reinsurance companies with estimated new capital coming into the market exceeding $12 billion since September 11, 2001 

Bermuda’s success is built on a number of factors. In particular, these include providing a stable political and economic business environment, having experienced management and underwriting staff of the highest calibre, providing the intellectual resources to effectively manage risk through challenging and ever changing market conditions, a reputation for timely payment of claims and its highly successful and adaptable regulatory framework. 

Tourism

Tourism fared reasonably well in 2002.  A projected decline of 15% in tourism business was turned around with overall visitor arrivals for 2002 increasing by approximately 26,000  (5.7%).

The number of tourists arriving by air rose by 2.1% to 283,967 for the year. Cruise ship passengers increased by 11.2% to 200,065.

Occupancy rates for the year 2002 averaged 55.1%, a 6.2% increase over 2001. Occupancy for the Island’s major hotels was higher than the industry total with an average occupancy rate of 59.1%, a marked increase over 2001.  Small hotels and cottage colonies also recorded gains in occupancy over 2001 levels.

These occupancy levels are encouraging following significant losses in 2001. For the first three-quarters of 2002, total visitor expenditures were up by 5.9% over 2001. In the same period, total expenditure by air visitors was an estimated $274.2 million, an increase of 5.1% year-over-year. Expenditures on accommodation and food rose 6.9% from $166 million to $177.5 million. The data shows that the amount of spending per air visitor also rose.  Based on the figures for the first three-quarters of each year, per capita spending by visitors arriving by air was $1,194 in 2002 versus $1,124 in 2001    

The USA remains the principal market for both visitors staying in the island’s hotels and cruise visitors. However, the number of visitors arriving by air from the USA is declining both in total and as a percentage of total staying visitors. In 1980 the USA accounted for 86.5% of all visitors arriving by air but the percentage fell to 76.7% in the year 2002. Canada is the second largest market, providing 9.1% of air arrival visitors in 2002.  The UK market exhibited the most significant growth with an increase of 38.3% since 1979 to reach a total of 25,595 in 2002.

Employment 
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Preliminary results for the 2002 Employment Survey shows the total number of filled jobs in Bermuda increased in 2002 by 171 (.5%) to 37,768. The most significant gains were reported in international business activity (241 positions, +7.2%) and the construction industry (136 positions, +4.9%). Smaller gains were achieved in wholesale trade and motor vehicles (85 positions, +6.5%), public administration (64 positions, +1.7%), real estate and renting (35 positions, +7.6%) and agriculture, fishing and quarrying (32 positions, +5.2%). 

Decreases were recorded in the hotels (156 positions, -4.8%), transport and communications (123 positions, -4.1%) and manufacturing (64 positions, -5.5%). 

In particular, the employment gains in the international business sector, and the business services sector that supports it, reflect the growing economic contribution that these sectors provide to employment and output. International business grew as the number of filled positions rose from 3,351 to 3,592 and business services increased from 3,846 to 3,877.

The number of filled positions held by females rose by 56 whereas the gain for men was ​​​115. Positions held by Bermudians declined by 236 (versus a loss of 929 in 2001) and spouses of Bermudians rose by 77 positions (versus a gain of 50 in 2001). The positions held by other non-Bermudians increased by 330 (versus a gain of 459 in 2001). 

Bermuda continues to attract new reinsurance companies that establish a physical presence. This should result in expanding employment in the international business/insurance sector and also in the firms that provide business services in support of international business activity. 

Price Levels

FIGURE 9

Inflation, as measured by the Consumer Price Index (CPI), is estimated to have increased at an average annual rate of 2.3% in 2002. 

During the year, the strongest price increases occurred primarily during the last four months of the year in the fuel and power, education, recreation and reading, and health and personal care sectors. 

The largest increase was in the fuel and power sector reflecting the uncertainty in the Middle East and supply disruptions in Venezuela.

Bermuda’s CPI tracked slightly above the US rate in 2002. Global economic weakness constrained price increases during 2002. 

FIGURE 10
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Prices are likely to remain relatively stable in 2003 although there may be a risk of higher short-term oil prices depending upon the outcome of the United Nations weapons inspection of Iraq, potential supply disruptions and ongoing Middle East tensions. 

Balance of Payments

By the end of September 2002 the current account surplus was estimated at $60 million. With tourism numbers improving it is anticipated that the current account will post a surplus in 2002.

Bermuda continues to earn an increasingly larger share of its foreign exchange through international business activities. Over the first nine months of 2002, receipts in the Professional, Managerial and Technical category, which captures the foreign exchange earnings of the international companies, increased by $51 million to reach $776 million. 

There was a further deterioration in the net balance of the trade account over the first 9 months of 2002.  Surging imports caused the trade balance to worsen by $24 million.  

The main reason for the decline in the current account surplus was the deterioration in the investment income account position. The net balance declined by some $126 million (-59%) from the same period in 2001. This poor performance reflects the continuing sell off in the major global stock markets.

A surplus in the current account of the Balance of Payments by definition requires a deficit in the Capital and Financial Account. In the first three quarters of 2002 there was an inflow of $1 million in the capital account and $14 million in long-term investment overseas. There was an outflow of $31 million in net short-term investment.  Together these capital flows totaled an outflow of only $16 million.

Financial Sector 

The commercial banks set Bermuda dollar interest rates for savings accounts, mortgages and loans. With the Bermuda dollar pegged to the US dollar, interest rate changes in Bermuda generally track closely to interest rate changes in the US.  The US Federal Reserve reduced the federal funds target rate once in 2002 with the rate falling from 1.75% in January to 1.25% in November, 2002.  However, the Bermuda dollar base rate remained unchanged during the year at 4.50%.

FIGURE 11 
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Bermuda’s money supply (M3) rose to $2.96 billion by the end of September 2002, the most recent time for which data is available. The rate of growth year-over-year was 11.8%, which is believed to be the highest ever on record.  There were $81 million of Bermudian notes and coins in circulation at the end of the 3rd quarter of 2002.  There is also a considerable amount of US dollars in circulation in Bermuda. The ready acceptance of US currency in Bermuda is largely due to the pegging of the foreign exchange value of the Bermudian dollar at par with the US dollar and the presence of US visitors who find it convenient to spend their own currency in Bermudian stores, restaurants and hotels. 

The Bermuda Monetary Authority reports in its Quarterly Notice for the 3rd Quarter of 2002 that the combined balance sheets of Bermuda’s banks and deposit companies (consolidated) had nearly $2.31 billion in Bermudian dollar denominated loans and advances.  This is a 5.8% increase from the 3rd quarter of 2001. Total Loans & Advances (including other currencies) declined over the same time period by approximately 9.9%, primarily as a result of a fall in foreign currency loans and advances. 

IV. Economic Outlook 

The US remains the major engine for global growth and financial market prospects in 2003.

Economists are expecting the US economy to maintain slow growth in the first half of 2003 with a pick up in activity in the second part of the year. 

However, concerns over Iraq, slow economic growth in the remaining G7 countries, and significant declines in corporate and individual net worth, could result in the US and global economies experiencing a protracted period of below trend growth. 

US short-term rates are already at forty-one year lows and the Federal Reserve may be reluctant to cut rates further. Nevertheless, should the US economy continue to weaken, the Federal Reserve is likely to lower rates again. Given such a benign climate, such a move would not ignite inflationary fears. However, the potential for deflation would gain momentum.

US President Bush has proposed an economic growth package and debate is taking place over whether or not it would provide a much-needed near-term economic stimulus. A key element of the proposal is to accelerate tax rate reductions and eliminate the double taxation of dividends. While there is some debate on which section of the US population will benefit the most from the proposals, economic growth should be enhanced, although not immediately.

Unemployment seems likely to remain high and is unlikely to improve substantially in the near-term. This in turn will impact upon and limit growth in consumer expenditures, which are crucial to economic recovery. 

Considering all of these factors, real GDP for the U.S. is forecast to increase at a rate of 2.2%
 in the 1st quarter.  Economic growth will then continue to strengthen during the year achieving a rate of 2.7% in the 2nd quarter and improving to 3.3% by the final quarter. For the year as a whole, real GDP is forecast to expand by 2.7%.  

Given the close relationship between the Bermuda and US economies, it is anticipated that Bermuda’s growth prospects in 2003 will also be moderate.

Bermuda’s tourism industry is expected to further stabilise in 2003. The confidence of travelers, while improving, is being impacted by the current Middle East tensions and the ongoing war on terrorism.

Notwithstanding, the outlook for the cruise industry is positive and Bermuda’s new marketing strategy is geared to increasing the number of air arrivals for 2003.

The prospects for international business remain encouraging. The continued attraction to Bermuda of large reinsurers in Bermuda’s insurance market will continue to underpin growth in this industry for 2003. The importance of international companies to the Bermudian economy is expected to strengthen with a forecast rate of growth of 1.5% in 2003.

Growth in the insurance market and international business generally will continue to have a positive influence in other sectors of Bermuda’s economy.  Increasing international business activity benefits the business services and financial intermediation sectors of the economy. There has been a steady growth in international business expenditures on professional and bank fees, wages and salaries, and on taxes, fees, duties and licenses to the public sector. 

A rise in the number of physical presence companies will continue to benefit the construction industry. As in the past several years, the construction industry is expected to operate at full capacity in 2003.  The Government will also provide support to the construction industry through a continuation of its capital expenditure programme. 

The Government’s current spending is projected to increase by 6.7% to $625 million in fiscal 2003/04. Government revenues are budgeted to increase by 6.7% to $650 million. An active capital expenditure program will keep the Government’s overall fiscal stance expansionary. 

Taking into account the performance of each of the economic sectors, the Ministry of Finance expects Bermuda’s economy to exhibit slow growth in 2003/04. Taking the Bermudian economy as a whole, real GDP is expected to increase by 1.5% in 2003.

The forecast expansion of Bermuda’s economy should not lead to inflationary pressures.  The rate of inflation for 2003 is not expected to increase substantially from the estimated level of 2.3% in 2002. Inflation is forecast to remain low in the OECD economies
 and this should limit the price increases on goods imported into Bermuda, although any period of sustained weakness in the US Dollar would lead to higher prices of non-US made imports. 

Oil prices are anticipated to be higher in the first quarter of 2003 and price pressures are also likely to come from education, recreation and health and personal care sectors.

In the current forecast there is less downside risk and a greater likelihood of better economic performance.  Should the U.S. economy strengthen more than forecast by the middle of the year, American tourists may be more inclined to visit the Island’s upgraded hotels and tourism’s contribution to the economy would greatly improve. In this scenario, when combined with the expected strength of international business, business services and construction, GDP would likely increase above the forecast.

Table 1 

Economic Conditions in OECD Countries




Growth of real GDP

Inflation (consumer prices)





Percentage changes

Percentage changes from

Unemployment rates




from previous period
 
        previous period


 Percent of labour force 



United

Total

United

Euro

United
Total




States

OECD
States
 area



States
OECD





   %

%

   %
 
  
%

% 

%

1995


 2.7

2.5

2.8
2.6
 5.6
 7.2

1996
 

 3.6

3.0

2.9
2.3
 5.4
 7.1

1997
 

 4.4

3.5

2.3
1.7
 4.9
 6.8

1998


 4.3

2.7

1.5
1.2
 4.5
 6.7

1999



4.1


3.2

2.2

1.1

4.2
 6.6

2000


3.8


3.8

3.4

2.4

 
4.0
 6.1

2001



0.3


0.7


2.8

2.5


4.8

6.4

2002E



2.3


1.5


1.6

2.4


5.8

6.8

2003P
2.6



2.2

1.9
2.2


6.0
6.9


E = Estimate

P = Projections

Source: OECD Economic Outlook, December 2002

Table 2
Gross Domestic Product By Industrial Origin






(At constant market prices)







1996 = 100







$'000





INDUSTRIAL SECTIONS
1996
1997
1998
1999
2000
2001P 

01  Agriculture, forestry and fishing
20,679
23,012
23,413
23,803
23,914
24,027

02  Mining and quarrying
5,741
5,595
6,033
5,952
5,842
5,133

03  Manufacturing
64,428
65,221
66,295
71,327
70,774
66,672

04  Electricity, gas and water supply
65,995
67,679
70,235
72,187
73,465
75,461

05  Construction
158,391
162,207
128,822
176,739
175,841
193,251

06  Wholesale and retail, repair serv.
270,528
278,704
288,514
294,750
297,801 
286,951

07  Hotels and restaurants
214,228
209,277
197,703
188,997
167,476
157,015

08  Transport and communications
194,974
200,110
202,044
199,289
207,105
216,838

09  Financial intermediation
281,775
297,727
291,873
293,535
309,101
310,992

10  Real estate and renting activities
390,448
398,221
433,499
424,113
430,090
451,106

11  Business activities
219,482
233,317
252,389
266,456
282,833
292,867

12  Public administration
154,627
156,526
169,645
165,371
163,828
167,211

13  Education, health and social work
184,517
193,275
199,341
197,295
202,818
200,779

14  Comm., social and personal serv.
79,293
80,986
84,643
89,681
91,664
90,310

15  International business activity
338,001
362,274
408,764
440,477
466,745
471,027

Total
2,643,107
2,734,131
2,823,214
2,909,972
2,969,295
3,009,640


Less:  Imputed bank service charge
104,860
111,589
112,682
112,415
119,871
121,720

Add:  Taxes and duties on imports
142,035
145,915
152,200
167,916
173,330
171,065

GDP at market prices
2,680,282
2,768,458
2,862,732
2,965,474
3,022,755
3,058,985

Percent change from previous year

3.3
3.4
3.6
1.9
1.2

P = Provisional estimates


Source: Statistics Department 

Table 3 

Gross Domestic Product By Industrial Origin




(At current $ market prices)






$'000





       INDUSTRIAL SECTIONS
1996
1997
1998
1999
2000
2001P


01  Agriculture, forestry and fishing
20,679
23,481
23,782
24,620
24,054
26,620


02  Mining and quarrying
5,741
5,769
5,284
7,271
7,491
5,282

03  Manufacturing
64,428
68,849
76,678
81,374
85,575
90,845

04  Electricity, gas and water supply
65,995
68,896
71,136
74,499
77,258
81,015

05  Construction
158,391
168,630
126,258
193,988
206,676
243,430

06  Wholesale and retail, repair serv.
270,528
290,285
321,022
334,485
350,777
365,145

07  Hotels and restaurants
214,228
218,591
246,489
231,815
220,166
208,167

08  Transport and communications
194,974
210,372
225,025
234,936
245,000
254,065

09  Financial intermediation
281,775
318,752
338,885
371,598
380,854
421,354

10  Real estate and renting activities
390,448
410,285
450,476
467,458
487,727
509,127

11  Business activities
219,482
242,707
246,894
287,287
301,731
322,560

12  Public administration
154,627
162,818
170,959
184,807
191,460
194,486

13  Education, health and social work
184,517
203,515
216,852
220,613
236,827
246,791

14  Comm., social and personal serv.
79,293
82,656
90,636
98,080 
103,112
110,069

15  International business activity
338,001
401,332
438,517
456,9312
468,327
495,022

Total
2,643,107
2,876,939
3,048,894
3,269,764
3,387,037
3,573,979

Less:  Imputed bank service charge
104,860
135,710
151,553
170,999
173,720
182,233

Add:  Import duties
142,035
147,994
155,563
173,688
183,751
184,618

GDP at market prices
2,680,282
2,889,223
3,052,904
3,272,452
3,397,067
3,576,365

Percent change from previous year

7.8
5.7
7.2
3.8
5.3

P = Provisional estimates

Source: Statistics Department

Table 4 
Retail Sales Index     Year-on-year % changes




Retail Sales Index


Retail sales index deflated by the 









Consumer Price Index 



Total
Food
 Apparel
 Motor
Service 
Total
Food
Apparel
Motor
Service




Stores 
 Stores   
 Vehicle   
Stations
  
Stores
Stores
Vehicle
Stations






 Dealers


    

Dealers


2000

4.6 
7.2
-0.7
11.9
11.9
1.9
4.9
-0.6
9.9
5.4

2001

0.6
3.4
-7.3
-0.1
1.4
-2.1
1.3
-8.0
-0.8
-1.3

2000 Q1
3.3
5.2
0.1
4.9
10.1
0.3
3.8
0.2
3.2
-1.6

Q2
7.6
7.3
-0.1
31.3
11.5
4.7
5.1
-0.1
28.5
3.3

Q3
6.3
13.1
0.9
14.5
11.1
3.6
10.2
0.8
11.9
6.9

Q4
 1.5
3.4
-2.6
-0.4
14.3
-1.3
0.7
-1.9
 -1.6
12.4

2001
Q1
3.6
3.3
-2.6
2.7
9.6
0.9
0.5
-2.7
1.8
7.2

Q2
-2.2
2.8
-7.9
-16.9
4.0
-5.1
0.3
-8.9
-16.9
-0.4

Q3
0.3
3.4
-9.9
11.0
1.7
-2.4
1.6
-10.9
10.0
-0.2
Q4
1.1
3.7
-6.8
4.2
-7.9
-1.6
2.4
-8.2
2.9
-10.0

2002
Q1
2.5
3.7
-3.8
1.9
-6.6
0.1
2.5
-4.6
3.0
-3.2


Q2
1.1
2.7
-2.3
-1.0
0.2
-1.2
1.4
-1.8
-1.1
4.7


Q3
2.6
2.2
1.3
-8.7
5.8
0.4
0.8
1.3
-7.2
8.3
Note: Base year moved to 1995.  Previous years are amended due to an increase in the number of stores surveyed. 
Source: Statistics Department

Table 5 

Major Construction Projects1 

Estimated value of work put in place during period

$ millions





         Type of Project




Sector





Value
Residential 
Offices,
Hotels,
Schools,
 Roads,
Industrial  
Total
Public   Private



Of New 
Shops,
Guest
Hospitals,
 Bridges,
Plant and



Projects
Ware-
Houses,
Community 
 Airports,
Other



Started

houses.
etc.
Centres,
  etc.





etc.

etc.

1998
 
111.9
16.6
63.2
 0.0
30.7 
13.8
0.5 
124.8 
41.1

 83.7

1999

168.5
22.3
82.9
5.3
16.2
10.3
11.0
148.2
27.3

120.9

2000

144.5
35.6
61.2
22.9
16.6
9.0
1.3
146.6
24.7

121.9

2001

175.6
47.7
52.6
30.5
22.9
15.8
6.9
176.4
46.6

129.8

1998
Q1 
61.8
3.2 
 12.3
0.0
10.4
2.7
0.2
28.8

12.8
16.0


Q2
5.7
2.8
 15.9
0.0
8.7
5.2
0.0
32.6

12.2
20.4


Q3  
14.7
5.7
 15.7
0.0
7.0
3.5
0.2
32.1

9.5 

22.6


Q4  
29.7
 4.9
 19.3
0.0
4.6
2.4
0.1
31.3

6.6

24.7

1999
Q1 
25.9
 6.7
 20.1
1.7
3.9
2.1
2.1
36.6

5.9

30.7


Q2  
47.2 
3.7 
21.4
1.6
4.4
2.0
0.8
33.9

5.8

28.2 



Q3 
 50.4
4.5
 18.3
0.5
5.4
3.6
6.6
38.9

9.6

29.4


Q4 
45.0
7.4 
23.1
1.5
2.5
2.6
1.5
38.6 
6.0

32.6

2000
Q1
30.0
5.7
 20.0
6.1
2.8
2.2
0.3 
37.1 
4.0 
33.1


Q2
23.0
8.0
15.8
8.4
2.0
2.8
0.5
37.5

4.4

33.1



Q3
22.6
8.7
11.7
3.7
4.5
1.8
0.2
30.6

6.1

24.5


Q4 
68.9
13.2 
13.7
4.7
7.3
2.2
0.3
41.4 
10.2
31.2

2001
Q1
94.5
10.5
 19.3
4.8
4.6
2.7
1.6 
43.5 
8.7 

34.8


Q2
9.5
13.6
18.3
6.8
3.8
2.7
1.7
46.9

9.2

37.7



Q3
15.8
9.5
9.8
6.6
6.2
3.9
0.1
36.1

13.3
22.8


Q4
55.8
14.1
5.2
12.3
8.3
6.5
3.5
49.9

15.4
34.5


2002
Q1
6.0
15.6
5.7
10.1
10.3
7.4
3.3
52.4

16.7
35.7



Q2
126.6
23.9
5.6
5.1
41.7
3.1
13.6
93.0

41.3
51.7




Q3
16.5
26.6
3.7
0.7
7.6
1.8
3.3
43.7

19.0
24.7


1Projects valued at $0.5 million or more

Source: Statistics Department

Table 6 

Gross Additions to the Stock of Residential Dwelling Units

Number of Units



Studio

One

Two

Three

Total units



apartments
bedroom
bedroom
bedroom

completed









and over




1998

17

 77

 62

 62
218

1999

14

67

58

51
190

2000

14

64

53

56
187

2001

39

80

70

65
254

2002

34

72

73

63
242

1998
Q1
4

 26

13

23
 66


Q2
 4

23

10

19
 56


Q3
3

12

7

13
 35


Q4
6

16

32

7
 61

1999
Q1 
5

24
 
15

 21
 65


Q2
4

15

 7

 13
 39


Q3
1

13

13

9
 36


Q4
4

15

23

8
 50

2000
Q1 
4

22
 
14

 14
 54


Q2
3

20

 11

 20
 54


Q3
2

10

18

8
 38


Q4
 5

12

10

14
 41

2001
Q1
 9

19

13

14
 55


Q2
 15

36

23

21
 95


Q3
5

7

12

19
 43


Q4
10

18

22

11
61

2002
Q1 
12

21

18

20
71



Q2
7

13

25

15
60



Q3
11

23

13

13
60



Q4
4

15

17

15
51


Source: Planning Department

Table 7

Government Revenue and Expenditure Relative to GDP




   Central government revenue and expenditure         




expressed as a % of GDP at current market prices    



Revenue 
Current

Capital 
Total




Account 

Account 
Expenditure




Expenditure 
Expenditure



1975/76 

16.7
15.4

0.6
16.0


1976/77 

17.0
15.5

0.6
16.1


1977/78 

16.9
15.3

1.5
16.8


1978/79 

17.4
15.3

1.5
16.8


1979/80 

16.9
14.9

1.7
16.6


1980/81 

16.5
13.9

2.4
16.3


1981/82 

17.9
15.6

1.5
17.1


1982/83 

17.8
15.8

1.3
17.1


1983/84 

17.0
15.7

2.2
17.9


1984/85 

18.1
16.9

1.9
18.8


1985/86 

18.0
16.4

1.6
18.0


1986/87 

19.2
15.5

3.3
18.8


1987/88 

19.5
15.8

2.7
18.5


1988/89 

20.5
16.6

4.2
20.8


1989/90 

19.5
17.5

2.2
19.7


1990/91 

20.7
18.8

2.2
21.0


1991/92 

20.0
18.6

2.8
21.4


1992/93 

20.3
19.1

3.1
22.2


1993/94

19.9
18.1

2.3
20.4


1994/95

21.1
19.3

1.8
21.1


1995/96

20.9
19.3

2.4
21.7


1996/97

21.7
20.1

3.3
23.4


1997/98

21.8
19.7

3.1
22.8


1998/99

22.1
19.3

2.4
21.6

1999/00

22.4
20.7


1.9
22.7


20001

17.3
16.0

1.5
17.5


 2001

17.4
17.2
1.6
18.9

1. GDP estimate by industrial sector is calculated on a calendar year and provided a higher estimate of GDP than previous methodology. 

Sources:  Statistics Department and The Accountant General
Table 8 

Government Expenditure Relative to GDP in the OECD Countries






Total outlays of government as a % of nominal GDP


United
Japan
Germany
France
Italy
United
Canada
Total




States

 


Kingdom

OECD

1995

32.9
34.4
46.3
51.4
51.1
42.2
 45.0
39.2

1996

 32.4
34.9
47.3
51.5
51.3
40.7
43.1
38.9

1997

 31.4
33.8
46.5
50.5
48.5
38.8
40.6
37.7

1998

 30.5
34.8
46.0
49.9
47.6
37.6
40.6
37.3

1999

 30.3
36.1
46.1
49.9
46.7
36.9
38.6
37.1

2000

30.1
36.8
43.3
48.7
44.8
34.7
37.5
36.4

2001

31.2
36.7
45.7
48.8
46.4
38.3
38.0
37.4

2002E

31.9
37.6
46.1
49.4
46.3
38.9
37.5
37.9

2003P

32.1
37.6
46.1
49.4
45.4
39.2
37.1
37.9

E = Estimate

P = Projections

Source: OECD Economic Outlook, December 2002
Table 9 

Visitor Arrivals





Number of visitors



Year-on-year % changes




Regular

Cruise

All

Regular

Cruise

All




Visitors1
Ship

Visitors

Visitors

Ship

Visitors






Visitors2




Visitors

1997


380,059

181,885

561,945
 
  -2.9

0.9

  -1.7

1998

 
368,756

188,331

557,087

  -3.0

3.5

  -0.1

1999


354,026

194,441

548,467

-4.0

3.2

-1.5

2000


328,332
209,727

538,059

-7.3

7.9

-1.9

2001
278,103

179,960

458,063

-15.3

-14.2

-14.9

1997

Q1
55,346
 
0

55,546
 
  -2.1

NA

  -2.3



Q2
123,325
 
71,423

194,749
 
  -6.9

5.4

  -2.8



Q3
119,044

92,259

211,303
 
  -4.4

4.9

  -0.6




Q4
82,344

18,230 

100,547 
 
7.2 

-25.6

  -0.7

1998

Q1
52,019

451

52,470
 
  -6.0

NA

  -5.2



Q2
122,271

 72,276

194,547
 
  -0.9

1.0

  -0.1



Q3
116,731

 91,721

208,452
 
  -1.9

 -0.6

  -1.3




Q4
77,735

23,883

101,618

-5.6

31.2

1.1

1999

Q1
51,944 

 917

52,861

   -0.1

103.3

0.7



Q2
120,563

 75,131

195,694

   -1.4

4.0

0.6



Q3
108,601

 97,137

205,738
 
   -7.0

5.9

  -1.3




Q4
72,918
 
21,256

94,174

-6.2

-11.0

-7.3  

2000

Q1
48,227 

668

48,895

-7.2

-27.2

-7.5




Q2
113,822
 
77,960

191,782

  -5.6

3.8

-2.0



Q3
102,496
 
100,388

202,857

-5.6

3.3

-1.4




Q4
63,787
 
30,711

94,498

-12.5

44.5

0.3  

2001

Q1
40,631 

1,128

41,759

-15.8

68.9

-14.6




Q2
102,736
 
62,069

164,805

  -9.7

-20.4

-14.1



Q3
88,565
 
90,345

178,910

-13.6

-10.0

-11.8




Q4
46,171

26,418

72,589

-27.6

-14.0

-23.2

2002

Q1
41,780

585

42,365

2.8

-48.1

1.5





Q2
96,647

71,986

168,633

-5.9

16.0

2.3



Q3
91,272

94,895

186,167

3.1

5.0

4.1




Q4
54,268

32,599

86,867

17.5

23.4

19.7

1Including those passengers arriving by ship and departing by air.

2Excluding passengers arriving by ship and departing by air.

Source:  Department of Tourism
Table 10 

Estimated Expenditure of Vacation and Business Visitors




Expenditure during period ($ millions)


Year-on-year % changes




Regular visitors









            



Accommo-
Shopping,

Total
Cruise
All
Regular
Cruise
All



dation
&
Entertainment,


Ship

Visitors
Visitors
Ship
   Visitors



Food

Transport, etc.


Visitors


Visitors

1997

280.5
156.4

436.9
40.8
477.7
0.7
 -1.7
0.5

1998

291.0
148.6

439.6
42.5
482.1 
0.6
4.2
0.9

1999

289.0
146.7

435.7
41.5
477.2
0.9
-2.4
-1.0

2000

245.0
132.1

377.1
44.2
421.3
-13.4
6.5
-11.7

2001

195.9
114.1
310.0
39.7
349.7
-17.8
-10.2
-17.0

1997
Q1
32.2
21.8

 54.0
 0.0
54.0
0.7
0.0
0.6


Q2
92.7
48.0

140.7
16.0
156.7
  -5.6
2.6
 -4.8


Q3
99.1
52.1

151.2
20.7
171.9
2.3
2.5
2.3


Q4
56.5
34.5

91.0
4.1
95.1
9.2
-26.7
7.0

1998
Q1
30.1
18.5

48.6 
0.1
48.7
-10.0
0.0
-9.8


Q2
100.2
48.9

149.1
16.3
165.4
6.0
1.9
5.6


Q3
106.3
48.9

154.7
20.7
175.4
 2.3
0.0
2.0


Q4
54.4
32.8

87.2
5.4
92.6
  -4.2
31.7
  -2.6

1999
Q1
30.7
18.8

 49.5
0.2
49.7
1.9 
100.0
2.1


Q2
103.7
50.1

153.8
16.3
170.1
3.2
0.0
2.8


Q3
97.4
46.5

143.9
20.2
164.1
  -7.0
-2.4
  -6.4


Q4
57.2
31.3

88.5
4.8
93.3
1.5
-11.1
  0.8

2000
Q1
27.9
17.3

 45.2
0.1
45.3
-8.7 
-50.0
-8.9


Q2
95.7
47.4

143.1
16.4
159.5
-7.0
0.6
-6.2


Q3
87.2
41.6

128.8
21.2
150.0
  -10.5
5.0
  -8.6


Q4
34.2
25.8

60.0
 6.5
66.5
  -32.2
  35.4
  -28.7

2001
Q1
21.6
14.1

35.7
0.3
36.0
 -21.0
200.0
  -20.5


Q2
74.6
42.7

117.3
13.7
131.0
-18.0
 -16.5
-17.9


Q3
69.8
38.0
107.8
20.0
127.8
-16.3
-5.7
-14.8


Q4

29.9
19.3
49.2
5.7
54.9
-17.0
-12.3
-17.4

2002
Q1
24.6
15.7
40.3
0.1
40.4
12.9
-66.7
12.2



Q2
76.4
41.7
118.1
16.3
134.4
0.9
19.0
2.6


Q3
76.5
39.3
115.8
21.5
137.3
7.4
7.5
7.4

Note: Revisions made to historical data

Source: Statistics Department

Table 11

Number of Bednights Sold





1996
 1997
 1998
 1999
2000
2001
2002

Large hotels


1,042,067
1,038,166
1,013,471
928,685
750,835
629,209
700,493

Small hotels


 271,243
245,368
255,907
236,021
221,952
193,749
181,941

Cottage colonies


187,551
182,316
172,968
157,839
158,132
140,741
137,500

Private clubs


43,963
 40,417
41,322
37,801
37,113
32,648
33,292

House-keeping cottages

131,676
123,508
115,158
109,940
118,256
108,372
92,899

Guest houses


14,894
11,292
13,096
16,935
12,872
14,157
12,507

Other



20,099
16,234
17,034
15,982
16,389
16,314
16,057

Total commercial properties
1,711,493 
1,657,301
1,628,956
1,503,203
1,315,549
1,135,190
1,174,689

Private homes


653,034
621,074
641,750
639,132
650,203
639,861
646,291

Unallocated


694
 4,963
2,970
1,486
580
207
1,189

Total



2,365,221 
2,283,338
2,273,676
2,143,821
1,966,332
1,775,258
1,822,169

Percentage change

-2.3 
-3.5
  -0.4
  -5.7
-8.3
-9.7
2.6

(year-on-year)

Source: Department of Tourism

Table 12 

International Business Registrations




Year-on-year

% change


New registrations during period 

Number on register at end-period
in total








number of


Exempted
Exempted
Non-resident2
Total
Exempted
Exempted
Non-resident2
Total1
businesses


Companies
Partnerships
Entities

Companies1
Partnerships
Entities

on register
1998

1,136
 54
102
 1,292 
9,985
343
610
10,938
9.7

1999
 
1,234
 51
43
1,328
10,503
379
594
11,476
4.9

2000
1,674
106
63
1,843
11,468
476
623
12,567
9.5

2001
1,248
96
58
1,402
12,100
546
640
13,286
5.7

2002
1,070
53
52
1,175
12,101
578
639
13,318
0.2
1998
Q1

274
7
38
319
 9,262
314
576
 10,152
6.6


Q2
 
293
24
36
353
 9,555
335
590 
10,480 
8.1


Q3
 
255
9
14
278
 9,614
341
601
10,556
 5.9


Q4
 
314
14
14
342
 9,985
343
610
10,938
9.7

1999
Q1
 
234
10
10
254
9,966
351
583
10,900
7.4


Q2

343
9
9
361
10,221
357
587
11,165
6.5


Q3

292
18
13
323
10,187
375
587
11,149
5.6


Q4
 
365
14
11
390
 10,503
379
594
11,476
4.9

2000
Q1
 
408
10
14
432
10,771
388
604
11,763
7.9


Q2

497
36
12
545
10,896
422
614
11,932
6.9


Q3

387
31
13
431
11,194
452
615
12,261
10.0


Q4

382
 29
24
435
11,468
476
623
12,567
9.5

2001
Q1
 
347
28
19
394
11,681
495
632

12,808
8.9


Q2
325 
23
15
363
12,001
515
633
13,149
10.2



Q3
 
266
 15
5
286
11,816
525
628
12,969
5.8


Q4
310
30
19
359
12,100
546
640
13,286
5.7


2002
Q1
289
9
12
310 
12,125
547
628
13,300
3.8



Q2
231
15
21
267
11,806
557
636
12,999
-1.1


Q3
259
14
5
278
11,956
569
637
13,162
1.5


Q4
291
15
14
320
12,101
578
639
13,318
0.2

1Net of companies in liquidation.

2Including overseas partnerships

Source: Registrar of Companies

Table 13 

The Bermuda Insurance Market

$ billions





Gross

Net

Total

Capital





premiums
premiums
assets

and





written

written



surplus

1981



5.7

4.0

14.8

6.6

1982



6.2

4.3

13.6

7.6

1983



6.5

4.7

17.1

8.4

1984



7.6 

5.4

22.2

 9.9

1985



10.1

8.1

24.5

10.2

1986



12.4

10.4

30.9

12.5

1987



10.3

8.0

34.9

15.0

1988



11.1

8.4

38.7

14.4

1989



12.0

9.4

44.5

17.4

1990



13.0

10.1

48.0

18.2

1991



15.4

11.8

52.3

19.9

1992



15.1

11.3

58.8

21.9

1993



17.9

13.4

69.9

29.0

1994



18.8

14.9

76.1

29.8

1995



23.4

18.4

95.0

36.9

1996



25.1

19.8

99.9

42.5

1997



25.4

20.4

111.8

48.4

1998



26.6

21.2

116.4

51.2

1999



30.4

23.8

131.6

54.4

2000



38.1

32.0

146.0

59.2

2001
48.5
40.9
165.3
64.9

Source: Bermuda Monetary Authority’s Statutory Financial Returns For All International Insurers

Table 14

Summary Employment Statistics

Number of jobs






1997
1998 
1999R
2000
2001R
2002P

Bermudians 



27,256
27,053
28,717
28,881
27,952
27,716


Non-Bermudian spouses

      of Bermudians


1,515
1,519
1,652
1,674
1,724
1,801

Non-Bermudians


6,525
6,751
7,480
7,462
7,921
8,251
Total




35,296
35,323
 37,849
38,017
37,597
37,768

Percentage of jobs held by 

non-Bermudians 1





22.8
23.4
24.1
24.0
25.7
26.6

Number of jobs

Percentage change from 

previous year

Bermudians
 


1.4
  -0.7
6.2
0.6
-3.2
-0.8



Non-Bermudian spouses

      of Bermudians


3.8
0.3
 8.8
1.3
3.0
4.5

Non-Bermudians



3.8
3.5
10.8
-0.2
6.2
4.2

Total    




1.9
0.1
7.2
0.4
-1.1
0.5

1. Figure includes non-Bermudians and 

Non-Bermudian spouses of Bermudians
P = Preliminary data

R = Revised

Source: Statistical Department Employment Survey

Table 15 

Number of Filled Jobs by Economic Activity Group

 




1999
2000
2001R
2002P

Agriculture, fishing & quarrying


566
564
613
645

Manufacturing



1,208
1,235
1,171
1,107

Electricity, gas and water


466
449
425
412

Construction



2,508
2,638
2,794
2,930

Wholesale trade & motor vehicles


1,283
1,301
1,313
1,398

Retail trade & repair services


4,004
3,873
3,697
3,663

Hotels
 



3,794
3,409
3,237
3,081

Restaurants & bars


1,863
1,871
1,851
1,858

Transport and communications 


2,868
2,958
2,983
2,860

Financial intermediation


2,907
2,984
2,891
2,885

Real estate and renting activities


456
455
460
495

Business activities


3,355
3,627
3,846
3,877

Public administration


4,054
4,310
3,834
3,898

Education, health & social services


2,890
2,820
2,848
2,864

Other Community, Social & Personnel Services

2,372
2,242
2,283
2,203

International Business Activity


3,255
3,281
3,351
3,592

  Total 




37,849

38,017
37,597
37,768

P = Preliminary data

R = Revised
Source:  Statistical Department Employment Survey

Table 16 

Bermuda Dollar Money Supply




Amounts outstanding at end-period

Year-on-year % changes





     ($ millions)


  











M0

M3


M0
M3

1997



71

2,095


2.9
0.8

1998



70

2,286


 -1.4
9.1

1999



91

2,436


 30.0
6.6

2000



84

2,465


-7.7
1.2

2001



86

2,717


2.4
10.2

1997

Q1

61 

2,003


6.6
4.5



Q2

62
 
2,012


6.9
1.5



Q3

63

2,045


8.6 
3.0



Q4

71

2,095


2.9
0.8

1998

Q1

63 

2,169


3.3
8.3



Q2

66 

2,193


6.5 
9.0



Q3

62 

2,248


 -1.6
9.9



Q4

70

2,286


 -1.4
9.1

1999

Q1

67 

2,326


6.3 
7.2



Q2

69 

2,416


4.5
10.2



Q3

70 

2,430


12.9 
8.1



Q4

91

2,436


 30.0
6.6

2000

Q1

73

2,462


9.0 
5.8



Q2

74 

2,521


7.2
4.3



Q3

71 

2,469


1.4 
1.6



Q4

84

2,465


-7.7
1.2

2001

Q1

76 

2,515


4.1
2.2



Q2

76 

2,521


2.7
0.0



Q3

76 

2,647


7.0
7.2



Q4

86

2,717


2.4
10.2



2002

Q1

79

2,804


3.9
11.5





Q2

79

2,792


3.9
10.7




Q3

81

2,979


6.6
12.5

M0   =  BMA notes and coin in circulation.

M3   =  M0 plus deposits at banks and deposit companies less deposit companies deposits 


at banks and banks’ holdings of notes and coins.

Source:  Bermuda Monetary Authority

Table 17 

Credit Advanced to Residents by Banks and Deposit Companies




Amounts outstanding at end-period ($ millions)



Bermuda Dollar

Foreign
Total



Bank & Deposit

Currency
Credit



Company Loans,

Bank
Advanced



Advances &

Loans To
To



Mortgages(

Residents
Residents

1998

1,811

218
2,029

1999

1,919

277
2,196

2000

2,079

314
2,113

2001

2,228

444
2,672

1998
Q1
1,661

207
1,868


Q2
1,782

236
2,018


Q3
1,846

211
2,057


Q4
1,811

218
2,029

1999
Q1
1,834

220
2,054


Q2
1,881

241
2,122


Q3 
1,869

299
2,160


Q4
1,919

277
2,196

2000
Q1
1,970

273
2,243


Q2
1,992

280
2,272


Q3
2,029

271
2,300


Q4
2,079

314
2,113

2001
Q1
2,137

253
2,390


Q2
2,173

331
2,504


Q3
2,214

366
2,580


Q4

2,228


444
2,672



2002
Q1
2,246

445
2,691




Q2
2,293

465
2,758


Q3
2,345

551
2,896

Total Bermuda Dollar Credit           
= 
Bermuda dollar bank loans and advances plus Bermuda dollar 




deposit company mortgages and loans.

Total Credit Advanced to Residents 
= 
Total Bermuda dollar credit plus foreign currency bank 





loans to residents.

· Due to there being only one deposit company in 2002, separate mortgage data has now been in combined with Bermuda Dollar bank loans & advances. Previous years have been restated.

Source: Bermuda Monetary Authority

Table 18 

Liquidity of Banks and Deposit Companies (Combined)








Amounts outstanding at end-period ($ millions)


  




Liquidity Ratio

Total Bermuda


Total Bermuda

Deposits




(All currencies,

Dollar Deposits


Dollar Credit

Less Credit




4-quarter

(excluding deposit






moving total)

company deposits






%

with banks)

1997



82.5


2,051



1,573


478

1998



86.5


2,235



1,810


425

1999



86.9


2,375



1,919


456

2000



85.6


2,409



2,079 


330

2001



81.3


2,659



2,228


431

1998

Q1

84.0


2,124



1,661 


463



Q2

85.5


2,147



1,782


365



Q3

86.0


2,200



1,846


354



Q4

86.5


2,235



1,810


425

1999

Q1

87.7


2,277



1,834 


443



Q2

86.7


2,364



1,882


482



Q3

86.9


2,385



1,869


516



Q4

86.9


2,375



1,919


456

2000

Q1

85.3


2,404



1,970


434



Q2

85.7


2,462



1,992


470



Q3

86.2


2,414



2,029


385



Q4

85.6


2,409



2,079 


330

2001

Q1

83.7


2,459



2,137 


322



Q2

82.9


2,468



2,173 


295



Q3

80.8


2,589



2,214 


375



Q4
81.3

2,659

2,228


431

2002

Q1
82.1


2,744



2,246


498





Q2

82.1


2,731



2,293


438





Q3

83.1


2,898



2,345


553


Liquidity ratio 


 =
The percentage ratio of liquid assets in all currencies (cash, time deposits 






and approved securities) to total deposit liabilities.

Total Bermuda dollar credit  
= 
Bermuda dollar bank loans and advances plus deposit company 






mortgages and loans.

Source:  Bermuda Monetary Authority

Table 19 

Balance of Payments Estimates

$ millions



1996 
1997
1998
1999
2000
2001
2002*

Exports

67
57
33
51
51
36
41


Imports

569
617
629
712
719
720
570


Merchandise Trade Balance

-502
-560
-596
-661 
-668
-684
-529

Services - receipts


1,362
 
1,507
1,567
 1,743
1,782
1,804
1,348

Services - payments

612
650
654
673
738
788
614

Net invisible receipts

750
857
913
1,070
1,044
1,016
734

Transfer (net)

-113
-132
-94
-149
-167
-187
-145

Current account balance

135
165
223
260
209
145
60

Capital Transfers

7
6
 0
0
2
0
1

Long-term capital (net)

-111
  -80
-109
 -173
-119
-127
14

Short-term capital (net)

72
-90
-230
11
0
70
-31


o/w authorised dealers

75
  -89
-229
33
-1
67
-37


o/w government

-3
   -1
  -1
   -22
1
3
6

Capital account balance

 -32 
-164
-339
 -162
-117
-57
-16

Errors and omissions

-103 
-1
116
-98
-92
-88
-44

* 2002 Q1 - Q3 provisional estimates

Source: Bermuda Monetary Authority

Table 20 

Consumer Price Index 

Year-on-year % changes









Household

Education,
Health





All
Food
Rent
Clothing
Tobacco
Fuel
goods, 
Transport
recreation
    &




items


     &
    &
   &
services
      &

       &
personal







footwear
 liquor
power
& supplies
vehicles

reading
care


1997


2.1
 2.6
1.8
0.7
 1.4
 0.0
1.3
1.6
2.7
5.7

1998


2.0
 2.3
1.9
1.9
0.2
-4.3
1.0
2.7
2.4
5.0

1999


2.4
2.1
2.0
1.5
-5.9
1.1
2.3
3.5
2.0
6.0

2000


2.7
2.2
1.9
1.2
4.0
8.2
2.4
2.8
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1 Source: OECD Economic Outlook, December 2002


2 Estimate made using the GDP estimate for the calendar year 2001 and expenditure data from the Government financial statements for fiscal 2000/01, ending March 31st 2001.


� Consensus Forecasts 13 January, 2003


� Source: OECD Economic Outlook, December 2002
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Month averages

																THE BANK OF BERMUDA LIMITED

																		BMD Base Rate		Fed Funds

																Jan-99		5.75		4.75

																Feb-99		5.75		4.75

																Mar-99		5.75		4.75

																Apr-99		5.75		4.75

																May-99		5.75		4.75

																Jun-99		5.75		5.00

																Jul-99		5.75		5.00

																Aug-99		5.77		5.25

																Sep-99		6.00		5.25

																Oct-99		6.00		5.25

																Nov-99		6.00		5.50

																Dec-99		6.25		5.50

																Jan-00		6.25		5.50

																Feb-00		6.45		5.75

																Mar-00		6.50		6.00

																Apr-00		6.75		6.00

																May-00		6.75		6.50

																Jun-00		6.75		6.50

																Jul-00		6.75		6.50

																Aug-00		6.75		6.50

																Sep-00		6.75		6.50

																Oct-00		6.75		6.50

																Nov-00		6.75		6.50

																Dec-00		6.75		6.50

																Jan-01		6.48		5.50

																Feb-01		6.25		5.50

																Mar-01		6.25		5.00

																Apr-01		5.75		4.50

																May-01		5.25		4.00

																Jun-01		5.00		3.75

																Jul-01		5.00		3.75

																Aug-01		5.00		3.50

																Sep-01		4.83		3.00

																Oct-01		4.50		2.50

																Nov-01		4.50		2.00

																Dec-01		4.50		1.75

																Jan-02		4.50		1.75

																Feb-02		4.50		1.75

																Mar-02		4.50		1.75

																Apr-02		4.50		1.75

																May-02		4.50		1.75

																Jun-02		4.50		1.75

																Jul-02		4.50		1.75

																Aug-02		4.50		1.75

																Sep-02		4.50		1.75

																Oct-02		4.50		1.75

																Nov-02		4.50		1.25

																Dec-02		4.50		1.25



historical: FF effective rate, which is
calc'd by the Fed Reserve to be the
weighted average rate for the day
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				THE BANK OF BERMUDA LIMITED

				CHANGES TO BERMUDA DOLLAR BASE RATE

				Effective		Base

				Date		Rate

				14-Apr-94		6.00%

				30-May-94		6.50%

				8-Jan-96		6.25%

				5-Feb-96		6.00%

				31-Mar-97		6.25%

				5-Oct-98		6.00%

				26-Oct-98		5.75%

				30-Aug-99		6.00%

				1-Dec-99		6.25%

				7-Feb-00		6.50%

				1-Apr-00		6.75%

				15-Jan-01		6.25%

				1-Apr-01		5.75%

				1-May-01		5.25%

				1-Jun-01		5.00%

				21-Sep-01		4.50%
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		Projection of Cumulative Government Debt outstanding

				1988/89		1989/90		1990/91		1991/92		1992/93		1993/94		1994/95		1995/96		1996/97		1997/98		1998/99		1999/2000		2000/01		2001/02		2002/03		2003/04

		Net Cumulative Government Debt Outstanding		73.1		52.3		55.9		69.0		102.9		112.1		133.2		134.5		132.7		164.9		163.5		162.3		161.1		160		160		241
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Sheet1

				TOTAL GOVERNMENT REVENUE AS % OF GDP		TOTAL GOVERNMENT SPENDING AS % OF GDP

		Bermuda		17.4		18.9

		Japan		29.7		37.6

		Germany		42.4		46.1

		Italy		43.9		46.3

		France		46.7		49.4

		UK		37.4		38.9

		Canada		38.1		37.5

		US		28.9		31.9

				From OECD Economic Outlook December 2002
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CPI data

				CPI

				BERMUDA		US

		1981		11.8		10.3
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						Employment income in Construction		Moving Average of construction income		Value of new projects		Annualized		TOTAL WORK PUT IN PLACE		ANNUALIZED		PUBLIC		PRIVATE

				1992 Q1		15350		0		3.6				34.8				9.1		25.7
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				Q2		14033		53179		14		80.1		12.7		57.3		6.3		6.4
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		REAL GDP - AVERAGE % CHANGE ON PREVIOUS CALENDAR YEAR
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		Apr		2.7166257		2.9203539823						116.3

		May		2.7171400897		2.9126213592						116.6

		Jun		2.75563887		3.0864197531						116.9

		Jul		2.8175840751		2.9955947137						116.9

		Aug		2.82627469		2.8045574058						117.3

		Sep		2.8349537795		2.7923211169						117.8

		Oct		2.8654052244		3.0487804878						118.3

		Nov		2.8813386671		2.8745644599						118.1

		Dec		2.8606227069		2.5217391304						117.9

		Jan 2002		2.8107046251		2.2530329289						118

		Feb		2.7828613008		2.4263431542						118.2

		mar		2.7694775908		2.5974025974						118.5

		Apr		2.7267453121		2.407566638						119.1

		May		2.6698473344		2.2298456261						119.2

		Jun		2.6051178867		2.3096663815						119.6

		Jul		2.5479571924		2.3096663815						119.6

		Aug		2.484747059		2.0460358056						119.7

		Sep		2.4147587826		1.9524617997						120.1

		Oct		2.3438439251		2.1978021978						120.9

		Nov		2.3089257324		2.4555461473						121
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